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Introduction

This Monthly Report represents the activities of FS IQC Task Order #802, �The Building a
Microenterprise Industry in the West Bank and Gaza� project, for the month of February 2001.
The report highlights significant work undertaken and accomplishments realized, outlines major
challenges and opportunities encountered, offers proposed responses to those challenges, and
summarizes planned activities for the following month.

Through this task order, USAID is supporting a program of technical assistance and training to
develop a sustainable microlending industry in the West Bank and Gaza, targeting its Strategic
Objective "expanded private sector economic opportunities."   Chemonics International,
MASSAR Associates, and Shorebank Advisory Services are implementing the project to
enhance the potential for rapid growth of microlending and to make the availability of this
product and other related financial services a permanent and sustainable feature in the region.
The goals of the project are illustrated in the following seven components:

1. To improve cooperation between microfinance practitioners by establishing an industry
association that promotes best practice principles and entry into the market by
commercial banks.

2. To strengthen microfinance skills in the region through the establishment of a viable
training institution and the training of at least 30 professional trainers capable of meeting
the needs of the industry.

3. To increase the demand for microfinance services to expand public awareness of the
benefits and values of microfinance and to advocate for public policy and banking
reforms.

4. To create operational linkages between microfinance programs through the merger of
NGO programs and their cooperation with commercial banks.

5. To develop credit advisory services through a sustainable privately-owned credit bureau
that maintains accurate credit backgrounds of existing and potential clients.

6. To improve the understanding of microfinance programs in WB/G throgh studies,
seminars and applied research.

7. To improve the efficiency and and appropriateness of financial services by helping
microfinace programs develop new products and reorganize themselve into formal
microfinace institutions (MFIs) capable of mobilizing local capital.
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SECTION I
Activities

The political uprising, or Intifada, in the West Bank and Gaza continues to alter the priorities and
timeframe of project activities and the effects of the conflict on the microfinance industry are
significant. This month the Development Studies Program of Birzeit University published the
results of a survey on the impact of the political uprising on Palestinian living conditions�1.  Out
of a sample of 1200 Palestinians polled in the West Bank and Gaza, the following partial list of
results were recorded:

� 28% of Palestinian households have received cash or in-kind assistance during the Intifada
period. The percentage in Gaza was (41%) double that in the West Bank (20%).

� 73% of Palestinian households have seen their income decline over the past four months.
� 27% of Palestinian households have completely lost their source of income.
� 84% of Palestinian households had to reduce their expenditures in order to cope with the

economic difficulties of the past four months. Over 55% had to spend existing savings and
43% had to take a loan. In 31% of Gaza households, women had to sell their gold and
wedding gifts. About 52% of households in Gaza had to take a loan to be able to cope.

Looking at the above survey results, the project staff and its partners are more convinced than
ever that building the microfinance industry is very vital at this time. Accordingly, holding
training seminars on the analysis and management of problem loans will also be essential to 1)
assure proper handling of old problematic loans, 2) avoid having problems with new loans, and
3) advance the industry towards sustainability.

In light of these economic trends and the continuing political situation, the implementation of
project activities has been restructured, as demonstrated in the Life of Project Implementation
Plan and Annual Work Plan.  Major activities that occurred during this reporting period are
outlined below by component.

1. Microcredit Forum

Activities will begin informally with small meetings of interested stakeholders.  The association
will form the participatory mechanism for other components of the project.  All of the major
MFIs interviewed expressed an interest in the forum and can appreciate its relevance, especially
in reference to the intifada.

2. Training

Management And Analysis Of Problem Loans Seminar

                                                
1 Birzeit University. Development Studies Program. Survey�Public opinion Poll (3), The Impact of the Israeli-imposed Siege on
Palestinian Living Conditions. February 2001. Ramallah. West Bank.
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In March 2001, Shorebank Advisory Services will implement three seminars on the Management
and Analysis of Problem Loans, two in Ramallah and one in the Gaza Strip. Approximately 90
out of 109 candidates from the different MFPs have been invited to participate in the seminar,
including those from six commercial banks already active in providing small and micro- loans
and nine microlending providers from the NGOs sector.  The candidates have key roles in the
implementation and management of the microfinance programs in their respective organizations.
A complete list of organizations planning to attend the seminars can be found in Annex A.
 MASSAR Associates  will coordinate the logistics of the seminar in Ramallah. This will include
preparing the proceeds of the seminar, ensuring appropriate media coverage of the event,
coordinating the simultaneous translation, and managing the logistics at the seminar site. .  The
project will provide accommodation to those participants coming from outside Ramallah and
from outside Gaza City who will not be able to return home at the end of the event.

Objectives of the Seminar

1. The seminar is expected to start and improve cooperation between microfinance
practitioners by having participants from banks and from NGOs meet for the first time to
discuss and analyse a common problem; repayments and problem loans. In that regard, the
seminar will give a chance to different MFPs to discuss with their peers certain case studies,
and will open the door for the participants to think collectively of solutions to common
problems.

2. The seminar will strengthen microfinance skills in the West Bank and Gaza  through training
more than 90 microlending officers and managers on the subject of problem loans, a priority
subject in these difficult times of the industry. It is important to know that these trainees will
be able to dissiminate the knowledge they will acquire through the seminar to their colleages
in the NGOs and banks. This seminar will help decrease the number and the amount of
problem loans in the future, thus increasing sustainability, and financial viability.

3. The media coverage of the proceeds of the seminar will give the project some exposure to the
public. It is important to note that the project is the sole actor at the stage of microfinance
industry building, specially that other actors like the IFC, and the Palestine Micro and Small
Enterprise Development Project (PMSED) of the Maastricht School of Management have
receded.  The media exposure at this critical time when Palestinians are in great need of loans
is expected to increase the demand for microfinance services, if not right away, in the near
future. For that reason, newspapers, television, and radio and television are invited to cover
the seminar.

4. The contacts and the meetings that took place with MFPs have revealed, to a certain extent,
the linkages and the relationships between the different MFPs. For example, the Culture and
Free Thought Association (CFTA) has a risk sharing lending relationships with the Bank of
Palestine in Gaza. ANERA, also, has a special linkage with CFTA, and with the Arab Bank.
The project has started looking at these linkages, and the seminars will help reveal some
more of them. The project will study the already present linkages, analyse the needs of future
linkages and work towards achieving such them. The problem loans seminar and the
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discussion in the precence of the banks and the NGOs will help start a relationship that might
lead to a better future for the parties.

Future Training Activities

The project has also initiated discussions with the Institute of Banking Studies and the AMIR
project in Jordan to provide 2 beginner versions and 1 advanced version of their Sustainable
Microfinance Services course.  The initial discussions have focused on the project funding a
percentage of the course fee and all travel and accomodation in Amman for all registered
participants.  The project has received the names of around 95 candidates for these courses and is
planning to train a total of 66 participants in the coming months.  The first group of 22
candidates is scheduled to take the first course at the end of April, contingent upon the ability to
travel outside of the  West Bank.

3. Advocacy and Public Awareness

MFI marketing programs to promote new loans have slowed or stopped due to the intifada.
Other than the seminars to be held in March,  the component has not yet begun.

4. Operational Linkages

Formal linkage building should not be pursued until the microfinance forum  is established and
allowed to take root.  At this stage, while the priority remains unchanged, the component has
been put on hold.

5. Credit Bureau

The credit bureau may be stalled because the Palestinian Monetary Authority (PMA) objects to
the formation of a privately owned organization, which would contradict the terms of the project
contract.  MFIs remain interested in the initiative.

6. Studies, Seminars, and Analyses

The project will place a priority on assessing the effects of the intifada.  A needs assessment
workshop is being developed that will enable stakeholders to clearly identify the problems with
their programs and to develop a strategy to address them.
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7. Financial Services

Contacts have been made with the Arab Bank and the Bank of Jordan to plan for new financial
services.  The project may assist the Arab Bank to establish a formal microfinance subsidiary
capable of mobilizing savings.  There is also interest in developing new products and services.
Investigations may include the use of SmartCard technology, because it is a cost-effective way to
improve program outreach while maintaining a complete and verifiable audit trail.

SECTION II
Administration and Procurement

Mr. Amr Khilfeh, of our subcontractor MASSAR Associates, carried out administration,
procurement, and initial accounting activities in February.

1.  Office
Despite the closures and the blocking of the road near the office, project staff from Ramallah and
Jerusalem have been able to report to work as scheduled.

2. Transportation
The project rented another car to facilitate transportation during the seminars and to facilitate the
movements of key staff members

SECTION III
Personnel

1. Level of Effort

Long term Period Days Worked
Mr. Imad Hamze, Deputy Chief of Party Feb 1-28 20
Mr. Amr Khilfeh, Financial Analyst Feb 128 20

Short term
Mr. Charles Taylor, Chief of Party Feb 1-28 9.5
Mr. Peter Bittner, Project Supervisor Feb 1-28 0
Mr. Mazen Asa�d, Senior Financial Specialist Feb 1-28 0
Mr. Jorge Daly, Economist (home office) Feb 1-28 0
Mr. Guy Henggeler, Assistant Project Administrator Feb 1-28 0
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2. Recruitment

Accountant

Ms. Ruba El Ghoul, the project accountant, will assume full-time responsibilities on the 18th of
March.

Office Manager

MASSAR Associates  interviewed several candidates for the above-mentioned post. The
candidates had to undertake an exam. MASSAR was able to choose one candidate that they feel
fit  the position. The office manager will assume full-time responsibilies on April 1, 2001.
Chemonics Home Office staff members will be involved in training her in some of the basic
administrative and reporting duties required by USAID and Chemonics International.  Prior to
his departure, Mr. Henggeler created a master file index for the project office�s main files to be
set up and maintained by the office manager.

Project Assistant

In the period before the Office Manager assumes full-time responsibilities, a project assistant
will be hired on a temporary basis to help with project activities, including the upcoming
problem loan seminars. . It is expected that the temporary assistant will be an expatriate to ensure
their ability to travel with the team to Gaza, and to the different regions of the West Bank
without any hindrances.

Driver

A driver will also be needed to help in the transportation of key staff and in the facilitation of
project business, to ensure the crossing of checkpoints with safety. The driver will also be used
to help transport participants and trainers during the seminars. It is recommended to have a driver
on daily basis in the first few months of the project.

SECTION IV
Coordination

In the month of February, the deputy resident advisor was planning to visit Gaza, but USAID
strongly advised against the trip due to security concerns. The visits to Gaza are planned to start
and to take place on a biweekly basis the minute project management feels it is safe to do so. The
project management has established relations with some MFPs that work exclusively in Gaza,
and is planning to hold meetings with these organizations, and with commercial banks like the
Bank of Palestine, which has started a microfinance project in the beginning of May 2000.

Additional meetings with stakeholders in Gaza  are also planned, e in particular with
organizations like DAI and others who can provide the management team with an overview of
the working and the business atmosphere in the Gaza Strip.

Regarding FATEN, the Intifada delayed its plans to convert to a Micro Bank by nine months.
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ANNEX A

List of Organizations Involved in Training

BANKS
1 Arab Bank
2 Bank of Jordan
3 Commercial Bank of Palestine
4 Jordan National Bank
5 Palestine Development Fund
6 Bank of Palestine

NGOs
1 American Near East Refugee Aid (ANERA)
2 ASALA
3 Cooperative Housing Foundation (CHF)
4 FATEN
5 United Nations Relief and Working Agency for Palestinian Refugees (UNRWA)
6 YMCA
7 Culture and Free thought Association (CFTA)

8 Palestine Agricultural Relief Committee (PARC)

9 Arab Committee for Agricultural Development (ACAD)
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